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The  Purposes  For  Which  Accounts  Are  Required. 

Accounts  are  records  of  transactions  expressed  in  terms  of 
money.  In  these  records  all  labor,  services  and  commodities  are 
divested  of  their  diverse  physical  forms  and  are  reproduced  in  an 
identical  intangible  form,  in  which  form  they  can  be  dealt  with  as 
factors  in  mathematical  problems.  The  problems  into  the  solu- 
tion of  which  these  factors  enter  are  problems  for  the  determina- 
tion of  methods  for  the  effective  economic  regulation  of  the  finan- 
cial affairs  of  persons,  partnerships,  corporations  and  govern- 
ments. 

Correct  records  of  all  transactions  are  a fundamental  basis 
for  the  effective  economic  regulation  of  the  affairs  of  every  per- 
son, partnership,  corporation  and  government. 

A correct  tabulation  is  not  in  itself  a correct  record.  A 
record,  to  be  correct,  must  be  kept  in  a way  to  show,  by  proper 
grouping,  the  true  relation  between  every  factor  involved  in  costs 
of  living,  costs  of  distribution,  costs  of  doing  business,  and,  in  the 
final  statement,  showing  the  profit  or  loss  for  a fiscal  year,  or  for 
a period  of  years.  Conclusions,  or  business  and  political  policies, 
based  upon  records  that  are  not  correct,  must  inevitably  be  un- 
sound. 

The  conduct  of  a person,  partnership,  corporation  or  munici- 
pal body;  of  a school  district,  township,  village,  city,  state  or  of 
the  Federal  Government,  when  guided  without  the  information 
that  can  be  derived  only  from  correct  accounts,  is  necessarily 
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guided  by  guessing,  prejudice  and  superstition.  The  science  of 
accounting  is  to  the  government  of  the  person,  and  of  every  com- 
bination of  persons,  what  the  science  of  navigation  is  to  ocean 
travel.  It  must  be  depended  upon  to  guide  action  to  the  desired 
objective  point.  A correct  observation  of  an  untrue  compass,  or 
an  unintelligent  observation  of  a true  compass,  must  inevitably 
cause  an  error  in  direction. 

All  theories  as  to  a proper  course  must  submit  to  the  arbitra- 
tion of  facts.  Measured  by  ascertained  facts,  all  theories  must 
stand  or  fall.  Those  who  honestly  advocate  and  those  who  hon- 
estly oppose  a policy  should  vie  with  each  other  in  requiring  a 
correct  record  of  all  transactions  involved  in  carrying  such  policy 
into  practical  effect. 

Just  judgments  are  rendered  only  when  based  on  a cor- 
rect knowledge  of  facts. 

Scientific  Accounting  is  Shown  by  Correct  Grouping. 

There  is  a wide  difference  between  honest  accounting  and 
scientific  accounting.  One  may  have  a record  that  will  honestly 
account  for  every  dollar  received  and  expended  without  having  a 
record  that  will  give  any  intelligent  information  regarding  the 
true  relation  between  all  economic  factors  involved  in  statements 
of  costs  or  of  profits  or  losses. 

The  records  of  all  accounts  should  be  intelligently  grouped 
to  show  the  economic  effect  of  every  factor  essential  to  a true 
statement  of  costs  or  of  profits  and  losses. 

Far  greater  harm  results  from  unintelligent,  than  from  dis- 
honest, accounting.  In  practical  affairs , unintelligent  accounting 
is  the  rule,  dishonest  accounting  the  exception.  The  effort  to  dis- 
place both  of  these  forms  of  incorrect  accounting  by  the  adoption 
of  scientific  accounting  meets  with  greater  resistance  from  those 
who  know  their  accounts  are  honestly  kept  than  from  those 
who  know  they  are  not  keeping  their  accounts  honestly.  The 
normal  man  can  be  more  easily  persuaded  that  he  should  keep 
his  accounts  honestly  than  he  can  be  brought  to  understand  that 
it  is  not  necessary  for  him  to  be  dishonest  in  order  to  be  entirely 
wrong. 

Charges  of  dishonesty  are  more  frequently  based  on  conclu- 
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sions  drawn  from,  or  on  the  results  of  a policy  guided  by,  unin- 
telligent accounting,  than  upon  dishonest  entries  showing  receipts 
or  disbursements. 

Scientific  accounting  safeguards  honesty.  It  prevents  dis- 
honesty. 

Losses  caused  by  ignorance  are  enormously  greater  than 
losses  caused  by  dishonesty. 

The  person,  the  partnership,  the  corporation,  or  the  govern- 
ment, whose  records  are  kept  by  incompetent  accountants,  are  the 
ones  from  whom  ruinous  competition  is  to  be  feared.  The  day 
laborer,  the  mechanic,  the  farmer,  the  manufacturer,  the  public 
service  corporation,  and  the  government  that,  through  lack  of 
ability  to  keep  correct  accounts,  are  incorrectly  informed  as  to  the 
true  cost  of  living,  the  true  cost  of  their  products  or  the  true 
cost  of  the  services  they  render,  are  the  ones  which,  under  stress 
of  competition,  man  with  man,  partnership  with  partnership,  cor- 
poration with  corporation,  municipality  with  municipality,  state 
with  state,  nation  with  nation,  impoverish  themselves  by  accepting 
wages,  selling  prices  or  compensations  that  are  insufficient  fully 
to  cover  the  true  cost  of  that  which  they  can  give  in  exchange. 

Incompetent  accounting  is  the  cause  of  more  failures  than  all 
other  causes  combined.  It  gives  incorrect  information  as  to  costs 
of  living,  products  and  services,  which  leads  to  the  acceptance  of 
insufficient  compensation,  a course  that  must  result  in  failure  with 
a certainty  from  which  there  is  no  escape.  No  one  can  pay  three 
dollars  and  sell  for  two  dollars  without  impairing  his  capital.  If 
he  makes  the  transaction  often  enough,  his  entire  capital  will  be 
exhausted ; his  failure  will  be  announced. 

Incompetent  accounting  is  the  cause  of  retarded  economic  de- 
velopment. It  fails  to  show  where  economies  may  be  effected  that 
will  enhance  profits  or  give  advantages  in  meeting  competition. 

Intelligent  economy  is  as  essential  to  success  for  a per- 
son, a partnership,  a corporation,  or  a government,  as  is 
skill  for  an  artisan,  intelligence  for  a farmer,  scientific  engineer- 
ing for  a manufacturer,  or  correct  economic  policies  for  a govern- 
ment. The  art  of  intelligent  economy  is  dependent  upon  scien- 
tific accounting  for  development  and  guidance.  There  is  not  a 
person,  nor  a combination  of  persons,  from  a day  laborer  to  the 


Federal  Government , who  cannot  make  an  economic  gain  by  em- 
ploying a competent  accountant  until  he  can  do  it  himself, 
to  group  his  items  of  receipts  and  disbursements  in  a way  to 
enable  him  to  know  where  he  can  economize,  where  he  can  get 
better  economic  results  from  his  efforts,  and  a profit  over  the  true 
entire  cost  of  his  living,  or  of  the  products  or  services  he  sells. 
Here,  more  surely  than  anywhere  else,  can  the  fact  be  demon- 
strated that  money  expended  for  correct  education,  correct  ac- 
counting, is  put  to  its  highest  economic  use. 

Moral  law  teaches  honesty  as  a principle. 

Economic  law  requires  honesty  as  a practice. 

Scientific  accounting  renders  honesty  possible. 

Honesty  and  intelligence  must  be  combined  to  eliminate 
errors  voluntarily  or  unintelligently  made.  When  errors  are 
eliminated,  all  records  will  tell  the  truth ; all  personal  conduct  will 
be  right ; all  policies  will  be  sound ; and  the  prosperity  of  the  peo- 
ple will  rest  upon  a foundation  as  enduring  as  the  laws  of  Nature 
that  govern  the  fruitage  of  the  earth. 

It  is  the  function  of  the  members  of  this  Association  to  de- 
velop, promulgate  and  insist  upon  the  universal  adoption  of  sci- 
entific accounting.  In  this  direction,  the  people  will  find  economic 
salvation.  No  calling  of  greater  helpfulness  and  honor  can  enlist 
the  service  of  men. 

Effective  Economic  Regulation. 

There  can  be  no  effective  economic  regulation  without  scien- 
tific accounting.  This  is  true  of  all  regulation.  It  applies  with 
equal  force  to  the  regulation  of  private  affairs  by  the  person 
interested ; to  the  regulation  of  partnership  affairs  by  the  partners 
interested;  to  the  regulation  of  corporate  affairs  by  the  share- 
holders interested,  and  to  the  regulation  of  public  affairs  by  the 
citizens  interested. 

There  can  be  no  scientific  accounting  without  a grouping  of 
items  that  will  correctly  show  the  relation  to  each  other  of  every 
essential  economic  factor  in  all  statements  of  costs  of  living,  costs 
of  products,  and  costs  of  services,  whether  rendered  by  public 
service  corporations  or  by  the  Government. 
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Declarations  in  political  platforms;  measures  enacted  into 
laws  by  legislative  bodies;  schedules  required  by  the  executive 
administrators  of  laws;  opinions  of  courts  rendered  in  constru- 
ing laws,  reflect  the  popular  understanding  of  economic  princi- 
ples. It  is  their  function  to  apply,  not  to  formulate,  such  prin- 
ciples. 

It  is  the  function  of  associations,  devoted  to  scientific  study, 
to  formulate  statements  of  economic  principles  and  thus  to  erect 
standards  for  the  guidance  of  popular  opinion.  More  than  this, 
it  is  the  duty  of  such  associations  to  insist  upon  a correct  appli- 
cation of  such  principles  in  political  platforms,  in  measures 
enacted  into  laws  by  legislative  bodies,  in  schedules  required  by 
executive  administrators  of  laws,  and  in  opinions  of  courts  ren- 
dered in  construing  laws.  To  this  end,  such  associations  should 
organize  and  persistently  conduct  a campaign  of  education  de- 
signed to  cause  the  people  to  understand  the  requirements  of  the 
economic  principles  involved  in  a given  proposition,  or  question 
of  public  policy.  In  this  way,  and  in  this  way  only,  can  a cor- 
rectly informed  public  opinion  be  created  that  will  require  public 
regulations  and  public  policies  to  conform  with  scientific  economic 
standards. 

That  the  people  may  be  correctly  informed,  it  is  the  duty  of 
accountants  and  economists  to  analyze  platform  declarations,  the 
enactments  of  legislatures  and  the  opinions  of  courts,  to  show 
wherein  and  how  far,  if  at  all,  they  depart  from  a correct  align- 
ment with  the  requirements  of  scientific  economic  standards.  In 
this  way,  mistakes  can  be  shown  and  information  for  their  cor- 
rection can  be  given. 

No  service  of  greater  value  can  be  rendered  to  the  people 
than  is  rendered  when  an  economic  mistake  in  a political  declara- 
tion, in  a legislative  enactment,  in  an  administrative  regulation 
or  in  the  opinion  of  a court,  is  pointed  out.  No  public  man  can 
give  better  evidence  of  his  fitness  for  leadership  than  he  will 
give  when  he  frankly  and  sincerely  changes  position  to  correct 
a mistake  he  may  have  made  in  applying  an  economic  principle. 

It  is  the  boast  of  our  civilization  that  we  have  a government 
of  law,  not  of  man.  If  we  are  to  have  a true  government  by  law 
instead  of  by  men,  our  reliance  to  secure  obedience  must  be  upon 
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respect  for  law  instead  of  physical  force.  To  command  that 
quality  of  respect  that  will  manifest  itself  in  obedience,  without 
the  presence  of  potential  physical  force,  our  laws  must  satisfy  our 
sense  of  justice.  Justice  must  be  an  expression  of  intelligence. 
To  maintain  our  civilization  and  to  advance  the  line  of  develop- 
ment, we  must  aspire  to  a government  of  intelligence  expressed  in 
law.  To  attain  this,  the  intelligent  must  guide.  Their  ability  to 
guide  is  dependent  upon  their  ability  to  satisfy  the  people  that 
the  propositions  they  advocate  are  just  and  right.  The  necessity 
we  are  under  of  creating  a correctly-informed  public  opinion  in 
order  to  obtain  the  advantages  of  effective  economic  regulation 
of  our  private  and  public  affairs  is  the  essential  distinction  and 
chief  glory  of  our  system  of  government  of,  for,  and  by  the 
people. 

True  statements  of  costs  of  living,  costs  of  production  and 
costs  of  services  are  an  indispensable  basis  for  any  regulation  or 
policy  in  which  such  costs  are  factors.  Such  statements  of  costs 
are  an  indispensable  basis  for  the  assessment  of  any  tax  to  be 
levied  on  property  values,  or  upon  gross  or  net  incomes. 

A statement  of  costs  cannot  be  made  without  taking  into  con- 
sideration the  value  of  the  property  involved  and  all  elements 
affecting  in  any  way  the  total  deduction  that  must  be  made  to 
show  net  profit  or  income. 

Effective  economic  regulations  cannot  be  formulated  or  en- 
forced without  the  guidance  of  such  statements.  Regulations 
required  by  law  must  conform  to  the  requirements  of  scientific 
economic  standards.  Such  standards  will  be  destroyed  by  any 
attempts  to  make  them  conform  to  the  requirements  of  law. 

Read  history,  and  it  will  tell  you  that  there  was  a time  when 
the  people  believed  divinity  lived  in  the  king.  Read  history,  and 
it  will  tell  you  that  a time  came  when  the  people  declared  that  the 
voice  of  the  people  is  the  voice  of  God.  Read  history,  and  it  will 
teach  you  that  divinity  has  never  lived  in  the  king ; that  the  voice 
of  the  people  is  not  the  voice  of  God;  it  will  teach  you  that, 
wherever  and  whenever  a man  has  uttered  a truth,  God  has 
spoken. 
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Essential  Elements  of  a Cost  Statement. 

In  1890,  when  the  subject  of  corporation  statistics  was  under 
consideration  by  the  American  Economic  Association,  I formu- 
lated two  resolutions  which  I have  revised  to  apply  to  this  occa- 
sion : 

“Resolved,  first:  That  a committee  be  appointed  to  desig- 
nate the  division  of  accounts  and  the  items  to  be  included  in  each 
that  should  be  kept  by  all  persons,  partnerships,  corporations,  and 
governments,  to  show  costs  of  living,  costs  of  production,  and 
costs  of  services. 

“Resolved,  second:  That  said  division  be  so  made  that  the 
effect  of  each  essential  economic  factor  will  be  shown,  to  the  end 
that  correct  statistics  may  be  obtained  through  uniform  methods 
of  accounting  as  a basis  for  intelligent  economic  discussion,  legis- 
lative action  and  economic  regulation.” 

I supported  these  resolutions  with  the  following  statement: 

We  must  first  agree  on  what  matters  constitute  costs.  Then 
we  must  see  to  it  that  these  items  are  honestly  included  in  all 
statements  of  cost.  This  done,  we  will  be  in  a position  to  take 
intelligent  action  upon  any  proposition  of  public  policy  or  ques- 
tion of  economic  regulation  in  which  the  question  of  cost  is  a 
factor. 

In  1892,  I formulated  a statement  of  costs  for  the  operation 
of  a public  service  lighting  plant  as  follows : 

“1.  Interest  upon  the  full  amount  of  the  approved  invest- 
ment at  the  same  rate  per  annum  as  the  municipality  in  which 
the  service  is  being  rendered  pays  on  its  indebtedness. 

“2.  Taxes  of  all  kinds  paid  to  the  municipality  or  to  the 
state. 

“3.  A per  cent,  on  income  necessary  to  cover  depreciation 
of  property  from  use,  mechanical  improvements,  and  natural 
causes. 

“4.  Cost  of  insurance  against  risk  of  loss  by  fire,  injuries 
to  employees  and  others. 

“5.  A per  cent,  on  income  necessary  to  provide  a fund  to 
defray  the  expenses  of  experimenting  with  and  testing  the  merits 
of  improved  methods,  machinery,  or  materials,  with  the  view  of 
rendering  the  plant,  its  lines  and  connections,  more  efficient  and 
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safe  in  operation,  and  the  service  more  economical  and  at  a lower 
cost  for  its  users. 

“6.  All  salaries  and  wages  paid  to  the  officers  and  employees 
of  the  corporation,  however  employed. 

“7.  Printing,  stationery,  postage,  telegraph  and  telephone 
service. 

“8.  Advertising. 

“9.  All  material  consumed  in  the  ordinary  operation  and 
maintenance  of  the  plant  and  its  connections,  charged  at  its  true 
cost  delivered  at  the  point  of  consumption.” 

I affirm  that  all  of  these  items  of  cost  should  be  included 
in  any  statement  made  to  show  cost  of  production  or  to  show  net 
profits  or  income,  to  be  used  as  a basis  for  taxation. 

Such  a statement  of  cost  is  a necessary  basis  for  the  deter- 
mination of  the  per  cent,  of  protection  necessary  to  safeguard 
American  industries  from  being  undersold  in  their  home  market 
by  the  products  of  foreign  industries  produced  under  more  favor- 
able economic  conditions. 

Such  a statement  of  costs  is  necessary  for  the  determination 
of  reasonable  charges  for  services  rendered  by  public  service  cor- 
porations. 

Such  a statement  of  costs  will  be  necessary  for  the  deter- 
mination of  the  amount  of  subsidy  required  for  the  maintenance 
of  a Merchant  Marine  service,  whenever  and  wherever  the  Fed- 
eral Government  may  undertake  the  administration  of  such  a 
policy. 

When  effective  economic  regulation  is  based  upon  such  state- 
ments of  cost,  there  will  be  an  end  to  popular  prejudice  which  is 
the  stock  in  trade  of  “frenzied”  politicians ; there  will  be  an  end 
to  the  manipulation  of  corporation  accounts  which  give  oppor- 
tunity to  “frenzied”  speculation. 

Progress  Made  in  Establishing  Public  Regulation 
of  Industries. 

During  the  seventeen  years  covering  my  study  of  this  sub- 
ject, the  public  regulation  of  industries  has  been  confined  almost 
exclusively  to  the  regulation  of  public  service  industries.  At- 
tempts to  make  such  regulation  effective  have  taken  the  form  of 
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creating  State  or  Federal  Commissions,  endowed  with  certain 
powers.  The  most  important  of  these  are  the  Interstate  Com- 
merce Commission  created  by  the  Federal  Government  in  1887, 
and  the  Public  Utility  Commissions,  created  by  the  States  of  Wis- 
consin and  New  York  in  1907.  These  three  commissions  have 
been  given  power  to  formulate  a uniform  system  of  accounts  to 
be  kept  by  all  corporations  under  their  respective  jurisdictions. 
Successful  regulation  of  such  corporations  will  be  determined, 
ultimately,  by  the  scientific  accuracy  of  the  system  of  accounting 
required  by  the  commissions. 

Sufficient  experience  has  been  gained  to  demonstrate  the 
soundness  of  the  proposition  that,  whenever  a special  privilege  is 
granted  by  law,  the  law  authorizing  the  grant  should  safeguard 
the  interests  of  the  people  by  requiring  a correct  accounting  of 
all  operations  or  business  transacted  by  the  beneficiary  of  the 
grant,  and  that  charges  for  services  rendered  or  commodities  sold 
shall  not  be  more  than  sufficient  to  pay  all  costs  of  operation  or 
production,  plus  a business  profit  computed  at  twice  the  rate  of 
commercial  interest  for  the  use  of  loanable  funds. 

This  provision  in  the  law  will  safeguard  all  franchises  neces- 
sary for  the  construction  and  operation  of  any  public  service 
utility ; the  monopolizing  of  any  national  water  power  or  product ; 
the  loan  of  public  credit  for  the  construction  of  irrigation  works ; 
the  application  of  the  principle  of  protection  in  tarifif  schedules; 
and  the  granting  of  subsidies  to  the  Merchant  Marine. 

If  the  people  are  wise,  they  will  insist  that  no  grant  of  a 
special  privilege  shall  hereafter  be  made  by  a municipal,  state  or 
the  Federal  Government  without  a requirement  that  the  accounts 
of  the  business  to  be  carried  on  by  the  beneficiary  of  the  grant 
whatever  its  character  may  be,  shall  be  kept  as  public  accounts 
uniform  for  all  business  of  the  same  class.  They  will  also  require 
that  steps  be  immediately  taken  to  bring  under  such  a system  of 
effective  economic  regulation  all  business  now  being  carried  on 
by  the  beneficiaries  of  any  municipal,  state  or  Federal  grant  of  a 
special  privilege.  This  will  include  tariff  duties  imposed  for  the 
purpose  of  giving  protection  and  the  aid  of  public  credit  or  subsi- 
dies to  be  paid  out  of  the  public  treasury  for  the  construction  of 
irrigation  works  or  the  upbuilding  of  our  Merchant  Marine. 
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Under  these  conditions,  the  people’s  interest  will  be  better 
served  by  a scientifically  regulated  monopoly  than  by  free  compe- 
tition. 

If  the  people  are  wise,  they  will  insist  that  no  industrial 
undertaking  shall  be  entered  upon  by  a municipality,  a state,  or 
by  the  Federal  Government  without  the  safeguard  of  a mandatory 
law  requiring  that  the  accounts  of  the  industry  shall  be  kept  as 
public  accounts,  uniform  for  all  industries  of  the  same  class,  and 
that  charges  for  services  rendered  or  commodities  sold  shall  not 
be  less  than  sufficient  to  pay  all  costs  of  ownership  and  operation. 

If  the  people  are  wise,  they  will  insist  that  a correct  account- 
ing shall  be  made  for  all  taxes  collected,  and  public  income,  from 
whatever  source  derived,  by  whatever  authority  the  power  of 
taxation  may  be  exercised,  and  that  the  total  collected  shall  not 
be  more  than  sufficient  to  pay  all  expenses  of  government  eco- 
nomically administered. 

Regulation  and  Publicity. 

Publicity  will  give  life  to  all  properly  regulated  industries, 
conducted  under  the  protection  of  a publicly  granted  special 
privilege. 

Publicity  will  kill  all  small  competing  industries  by  forcing 
them  out  of  business,  or  into  great  combinations  for  mutual  pro- 
tection. 

The  management  of  industries  enjoying  special  privileges, 
needs  official  publicity  as  a protection  against  popular  prejudice. 

Public  good-will  can  be  won  by  the  publication  of  official 
reports  showing  that  the  interests  of  the  people  are  properly  con- 
sidered and  safeguarded. 

The  management  of  competing  industries  needs  secrecy  as 
a protection  against  the  interference  of  competitors.  Through 
ages  of  experience,  the  people  have  been  taught  to  depend  upon 
free  competition  for  protection  against  the  exaction  of  masterful 
manipulators  of  industries  and  commerce.  Well  may  they  now 
stand  aghast  in  the  presence  of  a federal  law  that  ruthlessly  de- 
stroys secrecy,  which  is  the  very  life  of  competition.  Without 
secrecy,  competition  is  impossible. 
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Existing  conditions  require  an  effective  demand  that  munic- 
ipal, state  and  the  Federal  Government  shall  confine  their  efforts 
to  the  regulation  of  those  industries  over  which  they  have  acquired 
jurisdiction  by  grants  of  special  privileges,  and  that  they  shall 
refrain  from  attempting  to  regulate  industries  to  which  no  special 
privileges  have  been  granted. 

The  enactment  of  the  federal  law  taxing  corporate  incomes 
was  a mistake.  It  is  class  legislation.  It  arbitrarily  and  unneces- 
sarily interferes  with  the  accounting  systems  of  every  corporation 
to  which  it  applies. 

That  it  is  class  legislation  is  shown  by  its  application  to  gains 
made  under  corporate  management  only. 

The  English  income  tax  “is  payable  in  respect  of  any  trade, 
manufacture,  adventure,  or  concern  in  the  nature  of  trade.” 

That  it  arbitrarily  and  unnecessarily  interferes  with  the  ac- 
counting system  of  every  corporation  to  which  it  applies,  is  shown 
by  the  requirement  that  all  income  statements  shall  be  made  for 
the  calendar  year  instead  of  the  fiscal  year  of  the  corporation. 

The  English  income  tax  provides  that  “the  duty  is  to  be  com- 
puted on  the  profits  or  gains  of  such  trade,  manufacture,  adven- 
ture, or  concern.  Where  the  business  has  existed  for  three  years, 
the  assessment  is  to  be  upon  a fair  and  just  average  of  three  years 
ending  on  such  day  of  the  year  immediately  preceding  the  year 
of  assessment  on  which  the  accounts  of  the  business  have  been 
usually  made  up,  or  alternatively  on  the  average  of  three  years 
ending  on  the  5th  of  April  in  the  year  preceding  the  year  of 
assessment.” 

A group  of  New  York  professional  accountants  rendered 
an  important  service  by  calling  attention,  in  a joint  letter  ad- 
dressed to  Attorney  General  George  W.  Wickersham,  to  the  ill- 
fitting  adjustment  of  the  requirements  of  the  law  to  existing  ac- 
counting methods.  The  measure  was  enacted  without  correcting 
its  arbitrary  requirements  in  this  respect.  To  prescribe  a method 
of  ascertaining  and  reporting  net  income,”  radically  at  variance 
with  accounting  methods  generally  followed  by  industrial  and 
trading  corporations  with  those  prescribed  for  public  service  cor- 
porations under  federal  and  state  laws,  with  accounting  methods 
followed  by  many  insurance,  financial,  and  banking  institutions, 
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and  with  principles  recognized  by  students  of  accounting,”  is  a 
mistake  of  the  first  magnitude.  It  is  now  the  duty  of  every  ac- 
countant, and  of  every  client  of  an  accountant,  to  vigorously  pro- 
test against  the  administration  of  the  law  until  its  requirements 
are  made  to  harmonize  with  existing  well-recognized  and  well- 
established  accounting  methods. 

We  are  not  living  in  an  era  of  arbitrary  personal  govern- 
ment that  will  permit  legislative  authority  to  order  sweeping 
changes  in  business  methods  regardless  of  the  wishes  of  the 
people.  We  believe  we  still  have  a representative  government, 
and  that  it  is  the  duty  of  our  representatives  properly  to  express 
the  will  of  the  people  in  the  laws  they  enact.  This  law  has  been 
enacted  without  authority  from  the  people,  expressed  in  petition 
or  in  the  declaration  of  any  political  platform. 

We  do  not  believe  in  the  infallibility  of  kings,  or  of  our  po- 
litical rulers.  Only  those  are  entitled  to  our  confidence  who  are 
eager  to  correct  a mistake,  by  whomever  made,  whenever  they 
are  shown  that  a mistake  has  been  made. 

Conclusion. 

What  I have  said  has  been  said  with  the  purpose  of  impres- 
sing upon  you  the  high  dignity  and  responsibility  of  your  voca- 
tion, and  with  the  purpose  of  impressing  upon  the  public  a just 
appreciation  of  the  value  of  the  services  you  render. 

It  is  not  your  function  to  enact  or  construe  laws. 

It  is  your  function  to  analyze  laws  and  the  construction  given 
them  with  the  purpose  of  commending  them,  when  found  to  be 
correctly  aligned  with  sound  economic  principles,  and  of  show- 
ing wherein  economic  errors  have  been  made,  if  any  exist. 

The  creative  powers  you  may  exercise  are  of  the  highest 
order.  It  is  your  function  to  erect  standards  by  which  the  intelli- 
gence and  justice  manifested  in  laws  may  be  determined. 

Cause  your  work  to  honor  you,  and  you  will  possess  honor 
beyond  the  power  of  others  to  bestow  or  to  take  away. 

Cause  your  work  to  honor  you,  and  you  will  prove  your 
worth  to  yourselves,  your  community,  your  state  and  your  coun- 
try. 
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Cause  your  work  to  honor  you,  and  you  will  make  a contri- 
bution to  the  common  good  that  can  not  be  computed  in  terms 
of  the  money  of  accountants,  but  it  will  inspire  to  honorable  con- 
duct all  with  whom  you  come  in  contact. 

The  honor  of  the  nation,  like  its  wealth,  is  the  total  of  the 
honor  of  its  citizens. 

Men  may  differ  in  ability  and  in  worldly  possessions,  but 
they  need  not  differ  in  their  sense  of  honor,  their  love  of  justice, 
their  devotion  to  truth. 

These  are  never-failing  sources  of  peace,  prosperity  and 
happiness  for  all  of  the  people.  They  are  the  safeguards  of  our 
civilization,  the  prophesy  of  our  future  progress. 


